Department of tho'rfe;sury
Poo. Box 2508 - EP/EO* Ca A
Cincinnati OH - 45201°

Contact Telephone Numbers:

In Reply Refer To:
B | e e

Dear Sir or Madam:

We have considered your application for recognition of exemption from
Federal income tax under the provisions of section 501 (c) (3) of the
Internal Revenue Code of 1986 and its applicable Income Tax
Requlations. Based on the available information, we have determined
that you do not qualify for the reasons set forth on Enclosure I.
Consideration wa3'§1ven.to whether you qualify for exemption under
other subsections of section 501(c) of the Code. However, we have
concluded that you do not qualify under another subsection.

As your organization has not,estaglished'cxcm tion from Federal income
tax, it will be necessary for you to file an annual income tax return
on Form 1041 if you are a Trust, or Form 112¢ Lf you are a corporation
_or an unincorpcrated association.: Cantributivns to you are not
deductible under section 170 of the Code. '

If you are in agreement with our prdpbsed denial, please sign and
return one copy of the enclosed Form 6018, Consent to Proposed Adverse
Action. ‘

You have the right to protest this proposed determination if you
believe it is incorrect. To protest, you should submit a written
appeal giving the facts, law and other information to support your
position as explained in the enclosed Publication 892, “Exempt
Organizations Appeal Procedures for Unagreed Issues.” The appeal,must
be submitted within 30 days from the date of this letter and must be
signed by one of your principal officers. You may request a hearing
with a member of the office of the Regicnal Director of Appeals when
you file your appeal. If a hearing is requested, you will be
contacted to arrange a date for it. The hearing may be held at the
Regional Office or, if you request, at any mutually convenient
District Office. If you are to be represented by someone who is not
one of your principal officers, he or she must file a proper power of
attorney and otherwise qualify under our Conference and Practice
Requirements as set forth in Section 601.502 of the Statement of
Procedural Rules. See Treasury Department Circular No. 230.
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'If you do not?protéf%jthis proposed determinatioan in a’ timaly mannav,
1L will pe considered by the Internal’Reve .ue Service as a failure to
exhaust available administrative remedies.” S:.tion 7428 (b) (2) of the
Interna’ Ravsnus Codé provides,. in part,; that: S L
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A declaratory judgementfor decree under this section shall .
not be issued in'any;proceeding»unlesslthe Tax Court, the ¢
Claims Court, or the district court 'of the United States . '
for tne District of. Columbia determines-that the .
organization:involved has exhausted adminizstrativa S
remegies available to it within“theilnternal Revenue = "' ..
Service. - s ket € et e o ‘ o

s
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If we do not hear from you within the éiﬁéfé;écified;’this will become
our final determination. In that event, appropriate State officials
will be notified of this action in accordance with the provisions of

section 6104 (c) oZ the Code. ST 1
A y " ' sincerely, P b SN i
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Director, Exempt Organizations 5 1

Enclosures: 4 " :
Enclosure (Reason for Proposed Denial) )
Form 6018
Publication 892
Envelope
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You were incorporated in
You filed Form 1023, Application
section 501(c) (3) of the Code on

For Recoanition if Exemption under co
The purposes prov

ided in your Articles of Incorporation are stated as
€Al Ao

LS O R T S

This corporation is organized exclusivel
non-profit business of enterprise of cha
educational, or scientific, purposes, including, for such ;
purposes, the making of distributions to organizations that '
qualify as exempt Organizations under seciion
federal tax code, specifically a public benef;

Y to carry on any lawful ' '
ritable, religious,

Vil auy future
t to the community.
Your Bylaws indicate in pertinent part that:

The purposes for which this corporation is formed are

philanthropic, to help people who have more credit debt than they j
€an manage and to engage in any lawful activities allowed under :
the provisions of the 501 (c) (3) tax éxempt status of the internal ;
LeVelde Code.  The aclivity that will accomplish the above 1
purpose will be to have seminars, workshops, and one on one

consultation on credit management in general. These activities :
will be carried on in conference rooms of people who offered to ,
support us, People who are interested in pursuing individual
financial Planning and debt consolidation will meet with «mip

who has a background in financial planning.

You are not a memtership organization.

1

1
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Pursuant to your Bylaws, vy

members. The present Board

CEEREANTEsED

—

Page 2 of Form 1023 provided a brief description of
activities. The activities were described as:

r Beard of Directors shall consist of five
of Directors consists of:

your planned

» "Our non-profit corporation will act as credit counsellors and
mediators. We plan to help all persons, who have had a credit problem

and are struggling with a load of debt that is, or seems, beyond their
means to control or repay.”

"Initially credit counsell’
whe have several years' experie;

L be performed by @ directors
o)
consulting and counselling offerw

the credit field. The

=.. .., people who are financially 3
self reliable and productive ' ' :

deficient will help them to become
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members of society.”

The activity that will accomplish the above pPurpose will be to have
seminars, workshops, and one on one consultation on credit mane ament
in general, People who are interested in pursu:.x individual

financial planning and debt consolidation will . ~:t with e
who has a background in financial pPlanning.

Your Form 1023 application was accompanied by _ from -
various comp. . ‘es offering monetary and service donations when you
received your ,01 (c) (3) status. ) :

We attempted to secure a more datailed description of activities. In
fact, additional information letters were repared and mailed
’

’ ’ ’
and - The organization responded to each
request. However, ‘the responses were often brief or did not fully
address the issues raised. Examples include: ‘

Our letter dated ” requested a complete cescription of
Past, present and future activities. It requested that each activity

be listed Separately in order of importance and to focus on the who,
what, where and when of the various activities. '

Your response dated ~ merely stated, "We are recently
incorporated and are resently trying to get organized to do debt
consolidation and debt management for people who need our services.

In the future, we plan to offer seminars, workshops and individual
consultation and counseling to heip People manage their finances. The

amourt of time given to these activities will depend on the response
to our marketing, which will be small newspaper ads."

You stated t}.-: you do not intend to charge a fixed fee to the client.
However, when you are able to negotiate a client's debt so that the

total amount is reduced or his payment schedule is extended and there
are savings to the client, your organization would receive % of the

sayings. Clients"receiving your credit counseling are required '.'t:o pay
Per hour per your letter of NSNS o S per interview or

$ er hour whichever is greater per your letter of

On

+ You stated that you would conduct activities from
exisfing space inside

insurance a ency and that there is
no charge for using thls space. On d, you stated that the
credit counseling function will be in a Separate enclosed office
within the insurance agency and that all shared expenses will be
abscrbed by the insurance agency. However, Line 20 on Page 8 cf your

Form 1023 submitted on December 1, 1999 shows occupancy expenses of
SO for the byears of operation.

Our letter of G :skod questions concerning the five
companies who wrote letters of support included with your original
application. We asked "For each company, please list the :
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contributions of cquipment/services that vou expect to receive and

State how that will help you accomplish your exempt purposes.”

You stated'that the help and support offered in your initial Form 1023
by i is no“_lon_qer: necessary. . -

Our letter dated : How, do you plan to conduct your
credit counseling activity?,}:,‘-“Explain"fi'a‘,'typical counseling session. To
whom will you provide the services? * What specific services will you
provide to your clients?™ - et b :

k ¥ v

¥ g

Your response stated "The peréon Will»c'éme"ih:t'o my | R
off ze for a fact finding activity of ‘current debt. Depending on the
Clrcumstances of the person's financial condition, I might require him

to order a credit report or it ma require-a single phone call to a
credit card agency.’ I_;die‘xpe‘ct;; thag there will be no set
scenario." S RS S 2

&
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i The response also stated that initially the services will be

directed to —s current clients of his property and casualty
surance business and that only SN

will do counseling about
hours a week - initially at no pay. :

Our letter dated GEjENSENEEENS® >sked several questions:

1. We asked you to submit copies of any literature, contracts or
] other agreements to bec given to prospective clients and
creditors. "“If you have no literature, please explain why."

#

R You answered "There is no literature and I do not see there
will be any in the foreseeable future."

2. We asked you to explain how your counseling se'r os differ
from those of a for profit organization.
You answered "No part of the organization's net earnirigs will
benefit anylindiviauals responsible for the corporation." #

’

X 3. We asked you to describe a typical workshop or seminar.

You answered "Although I stated in my letter on O -

", I would hold seminars and workshops, I have decided not to do
b that."
4. We asked several questions concerning Oy o

relationships with other corporations.

You answered "I am no longer involved with other corperations
30 this question doesn't pertain to my present status."

3E

ou indicate tha% your sources of financial support include
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contributions from corpoiationirand the private sector. You further
stats that you do not have a fundralsing program. However, your
budgets reflect fundraising expenses.

Your budgeted revenue and expenses fron Form 1023,

page 8 for the
first two years of operation are as_ follows: :

Your revenue: R T

L=~ J— : o .‘ |

- . —
g .
TOTAL EXPENSE o

Your expenses:

#:
A
ESN

Section 501(c)(3)6f the Ccde provides, in part, for the exemption from
Federal income tax of organizations organized and operated exclusively
for charitable, religious, educational or scientific purposes, no part

of the net earnings of which inures to the benefit of any private
shareholder or individual. '

Section 1.501(c)(3)—1(a)(13 of the Income Tax Regulations states that
in order to qualify under section 501(c) (3)of the Code, an
organization must be both organized and operated exclusively for one

or more exemp' purposes. If an organization fails to meet either the
organizational or operational test, it is not exempt.

Section 1.501(c) (3)-1(a) (2) of the Regulations states that the term

"exempt purpose or purposes", means any purpose or purposes specified
in section 501(c) (3) of the Code.

Section 1.501(c) (3)-1(c) (1) of the Regulations states that an
organization will be regarded as “operated exclusively" for one or
more exempt purposes only if it engages primarily in activities which
accorplish one or more of such exempt purposes specified in section
501(c) (3) of the Code. An organization will not be so regarded if
more than an linsubstantial part of its activities is not in
furtherance of an exempt purpose.

Section 1.501(c) (3)-1(d) (1) (ii) of the Regulations states, in part,
that an organization is not operated exclusively for one or more
exempt purpcses unless it serves a public rather than a private
interest. It must not be operated for the benefit of designated
individuals or the persons who created it. :

Section 1.501(a)-1(c) of the Regulations provider that the terms
"private sharcholder or individual" in section 501(c) (3) refer to

persons havirng a personal and private interest in the activities of
the organization.
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fn Better Business ‘Bureau of Washxngtonl-D C., V. United °tates,
U.S. 179, the Supreme Court held that the i3resence of a single
purpose not described  in section. 501'#)(‘ of the Code, if..

: substantial in nature,. will: ‘preclude axer .tion under . section - .

a 501 (c) (}) regardless of the humber N "3ortante of. tru]y exenpt

PuUIrpos . . :

Operat.'.g for the benefit <. nribkte.,.'ries *onstitutes*a
substancial nonexempt purposo 0ld Dc. ﬁ“ion Box C.:.: v, United
.,:a:e 477 F. 2n 540(4*™™ cr. L973), ¢ ‘a‘en.eﬁ 413, T, Sess

Leon A. Beeghly v. Commissioncr, ot T t.w490‘(1960),,provided that
where an exempt organlzatib engag-.~ in a transaction with related"
interest and there is a purpose.to beneflt the priva!’’interest .
rather than the organlaatlon,'exemptieﬁ‘may be :lost, 'ven though the
transaction ultimately proves orofltable for *he e\empt
organization. %? Ry S -

X

In Consumer Credit Counseting Serviceo o hlabama} Inc."v. U.5., 44
A.F/T.R.2d(P-H)5122 (F.D.C. 137%¥), held L.at consumer credit- .
services provided by the organ‘zafxcn for a nom1na1 fee are exempt
under section 501(c)(3) of he Code.;»‘-' . -

5 o

In Credit Counseling Ccnters of. 0klahoma, Ins. v. U. StL g -
A.F.T.R.2d(P-H) 1401 (F.D.C.), held that consumer credit Serv..es
provided by the organization for a ncminal fee are exempt under
section 501 (c) (3) (c) (3) of the Code.:

Revenue Ruling 65-299, C.B. 1965-2, 165, held that a nonprofit ..
organization formed to advise, couuusel, and assist individuals

in solving their financial difficulties by budgeting their irncome

and expenses and effecting an orderly program for the payment of

their obligations qualifies for exemption from Federal income tax - -
under section E‘l(c)(4) of the Code (rather than under eection 501(c)(3))

Revenue Ruling 09 -441, 1969- 2 CB 115, held that aiding lOWvlncome
individuals and families who have flnancial problems and by #fis B
providing, without charge, - counseling and a means for the orderlyna.
discharge of indebtedness, the organization is relieving the poor

and - distressed. Furthermore, by providing the public with Fm
information on budgeting, buylng practlce . and the sound use
of consumer credit, the organization is iustructing the public -
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In applying the ‘law to ;:'n_e,, facts, we ¢
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You are noti'an organization;described'in:sectionfl;ﬁOllcf.3)
1(a) (1) of the Income:Tax Regulations because,you are not -
-operated exclusively for“charitable 0tveducational“purpose“; 2R
you have no educational-or:charitable component &% You haveii .
negated your plans to conduct. educational seminars.j: . :
.you have no’charitable;component dus to the fact:that yzu' will &l
not provide credit counseling services for a nominal fee.:*Your iu

-fee structure is comparable to fees charged by a* for—profiﬁ
credit counseling service. . . e

1
*

he fo: lowing:

o]
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i You are r vt an o:ganizatibnfdescribedqin,section’l.SOl(c)(3)', 20 .

T L(d) (1) (Li) of the Income'Tax'Regulationsfsinceﬁyou:-brganizatidn' o

C ‘. serves private interesh;rather{than'publinintergs;;:;You are .u: T

operating in shared office space ‘of a’'for-profit-insurance. . *
‘business owned by "of your'organization. .

, A

/Your initial services will be"directed toward the current
clientele of insurance business..ix'’Your activities
are conducted by ?and there is no'clear explanation **
of the role of the additional board members. )y Thus, the credit.
counseling service appears to be an extension of the »
insurance business. . : > o S

oo A
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, You are not described inkﬁév.'Rul.~69-441L$inCelyod£ services-are . ’
g not provided without charge. - - MR T ; B
o You are not similar to Consumer Crédit’CodnselingvbflAiabaméé o
_ Inc v. U.S. or Credit Counseling Centers of Oklahoma, Inc. v
5 U.S. because your services are not provided at a nominal fee. -

i

e . 2%
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You are similar to Old Dominion Box Co. v. United States and Leon
A. Beegly v. Commissioner since you are closely related to the
for-profit insurance business of your GHNNEESER You are

e conducting commercial activities in conjunction with the for-

profit insurance ~busines§.‘_ of your GNP .

You are similar to Better Business Bureau of Washington, D.C. v.
rend United States, since you have the presence of purposes not
£ e described In IRC section 501(c) (3). - .

b,

Accordingly, we conclude that 'you are rot operated exclusively
for one or more exempt purpose within in the meaning of section
301 (c) (3) of the Code.' Your operations are indistinguishable ©
from those of a for-profit credit counseling service. T
- Therefore, you do not qualify for exemption under section
. S01(c) (3) of the Code. o o




